The recent political developments in the Middle East have prompted increased scrutiny of the economies of the nations lying in this region. Over the past few months, the financial markets of Middle East and North Africa (MENA) have been affected by the speculations that existed before the war in Iraq as well as its subsequent repercussions. Factors such as lagging domestic, political reforms, government interference, and inflexible monetary and fiscal policies remain obstacle s to privatization, globalization, and foreign investment in MENA economies. As the economies enter the post-war recovery phase, reform of financial markets seems necessary to accelerate economic growth.
INTRODUCTION
The looming threat of a war in Iraq had finally become a reality on BenZion, Klein, Shachmurove, and Yagil; Girard, Omran, and Zaher; Muradoglu, Zaman, and Orhan; Hadi Hassan; Hakim and Neaime; and Mohammed Omran. Through the papers included in this issue, it is hoped that new possibilities will arise for further research of the area.
II. AN INTRODUCTION TO MIDDLE EAST AND NORTH

AFRICAN COUNTRIES AND THEIR FINANCIAL
MARKETS
This section introduces the major Middle Eastern and Northern Africa economies and their financial markets. In order to facilitate further referencing to these markets, each country is presented alphabetically.
A. Bahrain
Bahrain's heavy regional dependence on trade and its central location BSE recovered in the last two months of the year on strong third-quarter corporate results, higher oil prices, and a surge in U.S. stocks. While the impact of the decline in tourism is expected to be minimal compared to other MENA nations, the bond issues by the government has helped broaden the region's investor base and allow for greater market confidence.
B. Egypt
Since implementing a wide-ranging macroeconomic stabilization and structural reform program in 1991, Egypt has been undergoing economic development targeted at increasing the growth rate of its economy, with a main focus on creating a more efficient stock market. After reaching a high in July, the gains were eroded with an escalating strife in the Palestinian territories and the looming U.S. attack on Iraq.
Nevertheless, the market experienced a 42% rise in the va lue of traded shares to 1.34 billion U.S. dollars in 2002, its highest since 1993.
Market capitalization also rose by 14% following the initial public offering (IPO) of Jordan Telecom. 6 Similarly to Egypt, Jordan faced a decline in tourism and exports as the war on Iraq affected its regional neighbors.
E. Kuwait
As The next section introduces the papers included in this issue. Mohammed Omran finds long-run and short-run relationships between real interest rates and the stock market performance variables.
III. INTRODUCTION OF THE PAPERS
In his study he focuses on the impact of real interest rates upon functional aspects of stock market performance, such as its activity, liquidity, the extent of trading, capital issues and the dominance of major companies. He attributes Egyptian stock market gains partially due to the rate of decrease in inflation in comparison to the rate of decrease in interest rates. If inflation decreases at a faster rate (as was the case during the time period studied) than the i nterest rates, the real interest rates increase, encouraging people to save. He concludes that with higher savings, personal banks and other financial institutions have increased resources available to invest in the stock markets, resulting in important policy implications. Thus, it would be in the best interest of investors and the economy for real interest rates to rise to increase investments. Table 1 amongst each other, a diversified foreign investor should consider these emerging markets. However, this observation is hampered as long as peace and stability are foreign to these struggling economies. Table 1 Key macroeconomic indicators for 9 MENA markets in 2000 *Total market turnover/total market capitalization
